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Chapter 735 Emplovee Responsibilities and Conduct 370.735.2.1

Subchapter 2. Conflict of Financial Interest

1. PurEos . This chapter establishes policy and guidelines
for the Minerals Management Service (MMS) regarding employee
restrictions on private financial and other interests.

2 Authority.

A. Executive Order 11222.

C. 43 U.s.C. 31(a).
D. 43 CFR 20.735-21(c), 22(b), 22(c)(3), and 24(d)(e).

3. Definition.

A. Conflict means a situation where:
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(2) an employee's financial interest is or will be
affected by decisions he or she makes or operations in which
he or she is involved in an official capacity.

B. Apparent Conflict means a situation where a member of
the public would have reasonable cause toc believe that an
employee may be in conflict, even though he or she might not
be. It is not necessary for an employee to have actually
taken a Government action related to private financial
interests for there to be an apparent conflict.

C. Direct Interest means any ownership or pa t ownership

} bonds,

by an employee in his or her own name of lands
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or other holdings. Dire

(1) members

(2) ownership of stock or other securities in a corpo-
ration which has, directly or through a subsidiary, business
related to the employee's duties.
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D. Indirect Interest means any ownership or part ownership
of a financial interest by an employee in the name of another
where the employee still reaps the benefits. Indirect interest
includes:
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(2) sole proprietary or personal relationships where
the employee still reaps the benefits,

(3) substantial holdings of a spouse or dependent
child, and

(4) substant1a1 holdings of other relatives who live
in the employee's personal residence.

E. Substantially or Substantial means having a significant
relationship between either:
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(1) +the dollar value of the financial interest and the
amplavea's anecific official duties, or
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(2) the dollar value of the financial interest and the
employee's general p031tlon within the Department. Substantial-
ity is not measured in percentage of ownership.

F. Relative means an individual who is related to the re-
porting individual, as father, mother, son, daughter, brother,
sister, uncle, aunt, great _ncle great aunt, first cousin,
nephew, niece, husband, wife, grandfather, grandmother, grand-

son, granddaughter, father-in-law, mother-in-law, son-in-law,
daughter-in-law, brother-in-law, sister- in-law, stepfather,
stepmother, stepson, stepdaughter, stepbrother, stepsister,

halfbrother, halfsister, or who is the grandfather or grand-

mother of the spouse of the reporting individual. It shall

also be deemed to include the fiance or financee of the report-
al.

ing individu

4. Background. The MMS is a Bureau-level organization dedi-
cated to improved management of the Nation's resources. The
mission of this organization is to ensure that royalties for
the resources are fully and fairly collected; that a systematic
managément program for clea e tasks which are
ons ed; that industry's
rmanc monitored to ensure that ey are meeting
eir obllgatlons for royalty collection; that resource eval-
uation, environmental review, leasing activities ({including

public liaison and planning functions), lease management, and
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inspection and enforcement for the Outer Continental Shelf
lands under the MMS's jurisdiction are carried out; and,
finally, that meaningful penalties for false statements, gross
errors, variations of regulations, and royarty underpayment

or nonpaymenc are 1mposeu. The sensitive nature of this
mission renders it imperative that the MMS employees conduct
themselveg in a manner whic

5. Organic Act Prohibitions. The provisions of

43 U.S.C. 31(a), U.S. Geological Survey Organic Act, have been
extended to all the MMS employees under 43 CFR 20. 735 22(c)(3).
This Act states in part: “... tne Ulrector an

Geological Survey shall have no persona
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in the lands or mineral

shall execute no surveys or examinations f
or corp ations . . ..
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This has been interpreted by the Office of the Solicitor to

mean, in part, that no employee of the MMS may have an interest

either directly, as through a federally issued 1ease on Public

Land or a mlnlng c1a1m in a National Park, or
N !

the Unlted States. This includes all
Public Lands acquired, annexed, or otherwise obtained. For pur-
poses of application of the Act, Department regulations restrict
this definition of Public Land by substituting the term Federal
Land and defining it to mean lands or resources administered or
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controlied by the Department, including, but not iimiteq to,
ontine
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the Outer C

This definition prohibits ownership of holdings in companies
whose activities involve exploration, development, and/or pro-
duction of resources commodities on substantial acreages of
Federal Lands through a subsidiary, an affiliate or division,

or by the parent company itself.

6. Policy. The MMS policy interprets "interest in the land
or mineral wealth" to mean holdings in a company would be
prohibited to Royalty Management, Administration, and Program
Review employees, if that company held Federal leases in excess
of:

Date: August 23, 1983 (Release No. 14)
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Employees in Offshore Minerals Management (Offshore) are pro-
hibited from holdings in ANY company with Federal Offshore
leases. There is no prohibition against Offshore employees
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having financial interests in companies which are strictly

Holding= in some companies which would normally be prohibited
using the above criteria, may be allowed depending on the
company's size, diversification, or percentage of profits from
operations on Federal Lands and the like. The operatlons and
business of most major oil, gas, and m1n1ng companles w1ll not
meet these diversification standards (e.g.
idental, Standafd 0il of 1
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not being closely related to the operatlons of the Department,
holdings in the company may be permitted. Also, if the major
business of the company is not related to the Department's
regulatory responsibilities, a holding in the company may be
allowed (e.g., Boeing). Exceptions must be considered on a
case-by-case basis.

Holdings in companies with Federal leases which fall below the
stated acreage criteria may nevertheless be prohibited in some
instances such as where the primary business of the company 1is

dependent on the company's leasing of Federal Lands.

Any company may be prohibited where there is a direct connec-
tion between the company and the employee s cia
t

where the pOtentlal for an appearance of con
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7. Appearance of Conflict of Interest.

A. Mineral Royalties and Overriding Royalty Interest.

Royaltles do not constitute equity interest in a company
However, to eliminate any p0551b111ty of the appearance
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ttlnq access to land for m1 al exploratlon and develop-
ment (i.e., leasing rights to the land) is not subject to the
restraints of the policy. In general, the holding of over-
rldlng royalty interests is not considered to be in conflict

i £

with the MMS policy. This determination can be overridden i
the employee has responsibilities officially relating to the
company involved.

Date: August 23, 1983 (Release No. 14) Page 4



DEPARTMENT OF THE INTERIOR
MINERALS MANAGEMENT SERVICE MANUAL
Part 370 Personnel
Administrative Series MMS _Addition _to FPM/DM

ibiliti 370,.735.2.78B

B. International Companies. Activities of international
companies, headquartered outside the United States but carrying

out commodity extraction activities in the United States, are
also considered as subject to the policy.

C. Snecific Job Functio

et ISR T 8

s
on Executlve Order 11222 and i
which states "No employee shal

. Departmental policy is based
set forth in 43 CFR 20.735.21(c)
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confilcts substantlally. or appears to conf

th his or her Government duties and
(2) Engage in, directly or indirectly, a financial
transaction as a result of, or primarily relying on, informa-
tion obtained through his or her Government employment."

The MMS pollcy in applylng these regulations to financial in-
terests is that conflict and appearance must be judged on the
basis of both the employee's specific job functicns and the
MMS's programs as viewed by a reasonable member of the public.
A conflict may occur when an employee, spouse, Or dependent

child's financial holding may bias the judgments and decisions
the employee makes for the Government. Conflict would occur
when an employee s duties permit him or her the opportunlty for
- personal gain by enhancing existing financial interests, either
through an official action taken or through knowledge gained as

a »ra 14+ AfF 3 m
a result of his or her MMS employment.

8. Additional Prohibitions. While there are many holdings
which do not constitute a conflict of interest as defined by
the MMS policy, ownership of such holdings by certain employees
of the MMS would create the appearance of contllct of interest

Decause of the public's view of an empLCYée s respon51u111t1es.
This is especially true if the employee is involved in his or

her official capacity with that company.

9. Interest of Spouses and Dependent Children. Both the U.S.
Geological Survey Organic Act (43 U.S.C. 31(a)) and the
Department's regulations implementing the Organic Act (43 CFR

20.735- 24(b)) are directed to the employee without reference
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spouse's name or the name of another, where the employee still
reaps the benefit, merely to avoid the violation. If the
employee, as the beneficial owner, purchased the stock for the
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spouse or provided advice or special knowledge obtalned on the
job in the decision to purchase the stock, the spouse's holdlng
may violate the Act. Other conflict of interest statutes (18

U.S.C. 208 and Executive Order 11222) apply to the holdings of
a spouse, dependent children, and others associated with the
employee, and the Department regulations incorporate these pro-
visions. 1In cases where an employee's holdings would be in
conflict with his or her position or give the appearance of a

conflict of interest, holdings by the spouse or dependent
children are also prohibited.

The employee may not be shown as a coowner with a spouse or
child in the conflicting interest for any purpose.

10. Responsibility. The Director, Minerals Management
Service, as Ethics Counselor, is authorized to approve excep-
tions to the MMS conflict of financial interest policy for

cause on an individual basis.

11. Effective Date. This policy is effective October 1, 1983.
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